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INTEREST RATES ON SERIES E AND H SAVINGS BONDS 
SerTeMBER 12, 1959.—Ordered to be printed 


Mr. Mu11s, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H.R. 9035) 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H.R. 9035) to 
permit the issuance of series E and H United States savings bonds at 
interest rates above the existing maximum, to permit the Secretary 
of the Treasury to designate certain exchanges of Government 
securities to be made without recognition of gain or loss, and for other 
purposes, having met, after full and free conference, have agreed to 
recommend and do recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 2, 3, 4, 5, 
6, and 7. 

That the House recede from its disagreement to the amendment of 
the Senate numbered 1 and agree to the same. 

W. D. Mus, 
Aime J. Foranp, 

Ceci, R. Kine, 
Managers on the Part of the House. 
Harry F. Byrp, 

Rost. S. Kerr, 

J. ALLEN FreEar, Jr., 

Joun J. WILLiaMs, 

FraNK CARLSON, 
Managers on the Part of the Senate: 
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STATEMENT OF THE MANAGERS ON THE PART OF THE 
HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H.R. 9035) to permit the issuance of series E and H 
U.S. savings bonds at interest rates above the existing maximum, to 
permit the Secretary of the Treasury to designate certain exchanges 
of Government securities to be made without recognition of gain or 
loss, and for other purposes, submit the following statement in 
explanation of the effect of the action agreed upon by the conferees 
and recommended in the accompanying conference report: 

Amendment No. 1: Section 22(b)(1) of the Second Liberty Bond 
Act provides that the interest rate on, and the issue price of, savings 
bonds and savings certificates and the terms upon which they may be 
redeemed shall be such as to afford an investment yield not in excess 
of 3.26 percent per annum, compounded semiannually. 

Under the bill, as passed by both the House and the Senate, a new 
section 25 is added to the Second Liberty Bond Act. Section 25 
provides that in the case of any offering of U.S. savings bonds issued 
or to be issued under section 22 of the Second Liberty Bond Act, the 
maximum limits on the interest rate or the investment yield or both 
may be exceeded upon a finding by the President with respect to such 
offering that the national interest requires that such maximum limits 
be exceeded. 

Senate amendment No. 1 adds a proviso to section 25 providin 
that in no event may the interest rate or the investment yield otbeal 
4% percent per annum. 

The House recedes. 

Amendment No. 6: Under the bill as passed by the House, when 
so provided by regulations promulgated by the Secretary of the Treas- 
ury in connection with the issue of obligations of the United States, 
no gain or loss is to be recognized on the surrender to the United 
States of obligations of the United States issued under the Second 
Liberty Bond Act in exchange for other obligations issued under 
such act. 

Senate amendment No. 6 struck out this provision of the House 
bill and substituted a new provision under which, when so provided 
by regulations promulgated by the Secretary of the Treasury under 
section 22 of the Second Liberty Bond Act, no gain or loss is to be 
recognized on the surrender to the United States of series E U.S, 
savings bonds in exchange for series H U.S. savings bonds. 

The Senate recedes. 

Amendments Nos. 2, 3, 4, 5, and 7: These are technical conforming 
amendments to amendment No. 6. The Senate recedes. 


W. D. Mutts, 

Aime J. Foranp, 

Ceci R. Kina, 
Managers on the Part of the House. 
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ADVISORY COMMISSION ON INTERGOVERNMENTAL 
RELATIONS 


SepreMBer 12, 1959.—Ordered to be printed 


Mr. Fountain, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H.R. 6904] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H.R. 6904) to 
establish an Advisory Commission on Intergovernmental Relations, 
having met, after full and free conference, have agreed to recommend 
and do recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 


ADVISORY COMMISSION ON INTERGOVERNMENTAL RELATIONS 


Secrion 1. There is hereby established a permanent bipartisan com- 
p 

mission to be known as the Advisory Commission on Intergovernmental 

Relations, hereinafter referred to as the ““Commission’”’. 


DECLARATION OF PURPOSE 


Sec. 2. Because the complexity of modern life intensifies the need in 
a federal form of government for the fullest cooperation and coordination 
of activities between the levels of government, and because population 
growth and scientific developments portend an increasingly complex 
society in future years, it is essential that an appropriate agency be 
established to give continuing attention to intergovernmental problems. 
oon is intended that the Commission, in the performance of its duties, 
(1) bring together representatives of the Federal, State, and local 
governments for the consideration of common problems; 
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(2) provide a forum for discussing the administration and coor- 
dination of Federal grant and other programs requiring intergovern- 
mental cooperation; 

(3) give critical attention to the conditions and controls involved 
in the administration of Federal grant programs; 

(4) make available technical assistance to the executive and legis- 
lative branches of the Federal Government in the review of proposed 
legislation to determine its overall effect on the Federal system; 

(5) encourage discussion and study at an early stage of emerging 
public problems that are likely to require intergovernmental coopera- 
tion; 

(6) recommend, within the framework of the Constitution, the 
most desirable allocation of governmental functions, responsibilities, 
and revenues among the several levels of government; and 

(7) recommend methods of coordinating and simplifying tax laws 
and administrative practices to achieve a more orderly and less com- 
petitive fiseal relationship between the levels of government and to 
reduce the burden of comp pliance for ta rpayers. 


MEMBERSHIP OF THE COMMISSION 


Sec. 8 (a) The Commission shall be composed of twenty-six members, 
as follows: 

(1) Siz appointed by the President of the United States, three of 
whom shall be officers of the executive branch of the Government, and 
three private citizens, all of whom shall have had experience or familiarity 
with relations between the levels of government; 

(2) Three appointed by the President of the Senate, who shall be 
Members of the Senate; 

(3) Three appointed by the Speaker of the House of Representatives, 
who shall be Members of the House ~ 

(4) Four appointed by the President from a panel of at least eight 
Governors submitted by the Governors’ Conference; 

(5) Three appointed by the President from a panel of at least siz 
members of State legislative bodies submitted by the board of managers of 
the Council of State Governments; 

(6) Four appointed by the President from a panel of at least eight 
mayors submitied jointly by the American Municipal Association and 
the United States Conference of Mayors; 

(7) Three appointed by the President from a panel of at least siz 
elected county officers submitted by the National Association of County 
Officials. 

(b) The members appointed from private life under paragraph (1) of 
subsection (a) shall be appointed without regard to political affilvation; of 
each class of members enumerated in seeks (2) and (8) of sub- 
section (a), two shall be from the majority party of the neers houses; 
of each class of members enumerated in paragraphs (4), (5), (6), and (7) 
of subsection (a), nut more than two shall be from any one political party; 
of each class of members enumerated in poragraphs (5), (6) and (7) of 
subsection (a), not more than one shall be from any one State; at least 
two of the appointees under paragraph (6) of subsection (a) shall be from 
cities under five hundred thousand population. 

(c) The term of office of each member of the Commission shall be two 
years, but members shall be eligible for reappointment. 
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ORGANIZATION OF THE COMMISSION 


Sec. 4. (a) The President shall convene the Commission within ninety 
days following enactment of this Act at such time and place as he may 
designate for the Commission’s initial meeting. 

(b) The President shall designate a Chairiaan and a Vice Chairman 
from among members of the Commission. 

(c) Any vacancy in the membership of the Commission shall be filled 
in the same manner in which the original appointment was made; except 
that where the number of vacancies is fewer than the number of members 
specified in paragraphs 4, 5, 6, and 7 of sections 3(a), each panel o 
names submitted in accordance with the aforementioned paragraphs shall 
contain at least two names for each vacancy. 

(d) Where any member ceases to serve in the official position from 
which originally appointed under section 3(a), his place on the Com- 
mission shall be deemed to be vacant. 

(e) Thirteen members of the Commission shall constitute a quorum, 
but two or more members shall constitute a quorum for the purpose of 
conducting hearings. 


DUTIES OF THE COMMISSION 


Sec. 5. It shall be the duty of the Commission— 

(1) to engage in such activities and to make such studies and 
investigations as are necessary or desirable in the accomplishment of 
the purposes set forth in section 2 of this Act; 

(2) to consider, on its own initiative, ways and means for fostering 
better relations between the levels of government; 

(3) to submit an annual report to the President and the Congress 
on or before January 31 of each year. The Commission may also 
submit such additional reports to the President, to the Congress or 
any committee of the Congress, and to any unit of government or 
organization as the Commission may deem appropriate. 


POWERS AND ADMINISTRATIVE PROVISIONS 


Szc. 6. (a) The Commission or, on the authorization of the Commis- 
sion, any subcommittee or members thereof, may, for the purpose of carry- 
ing out the provisions of this Act, hold such hearings, take such testimony, 
and sit and act at such times and places as the Commission deems advis- 
able. Any member authorized by the Commission may administer oaths 
or affirmations to witnesses appearing before the Commission or any sub- 
committee or members thereof. 

(b) Hach department, agency, and instrumentality of the executive 
branch of the Government, including independent agencies, is authorized 
and directed to furnish to the Commission, upon request made by the 
Chairman or Vice Chairman, such information as the Commission 
deems necessary to carry out its functions under this Act. 

(c) The Commission shall have power to appoint, fix the compensation 
of, and remove a staff director without regard to the civil service laws and 
the Classification Act of 1949. Such appointment shall be made solely on 
the basis of fitness to perform the duties of the position and without regard 
to political affiliation. 

(d) Subject to such rules and regulations as may be adopted by the Com- 
mission, the Chairman, without regard to the cwil service laws and the 
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Classification Act of 1949, and without reference to political affiliation, 
shall have the power— 
(1) to appoint, fix the compensation of, and remove such other 
personnel as he deems necessary 
(2) to procure temporary and intermittent services to the same 
extent as 1s authorized by section 15 of the Administrative Expenses 
Act of 1946 (6 U.S.C. 56a) but at rates not to exceed $50 a day for 
individuals. 

(e) Except as otherwise provided in this Act, persons in the employ of 
the Commission under subsections (c) and (d)(1) of this section shall be 
considered to be Federal employees for all purposes, including— 

(1) the Civil Service Retirement Act, as amended (6 U.S.C, 
2251-2267), 

(2) the Federal Employees’ Group Life Insurance Act of 1954, 
as amended (5 U.S.C. 2091-2103), 

(3) annual and sick leave, and 

(4) the Travel Expense Act of 1949, as amended (5 U.S.C, 
835-842). 

(f) No individual employed in the service of the Commission shall be 
paid compensation for such employment at a rate in excess of $20,000 
per annum. 

COMPENSATION OF COMMISSION MEMBERS 


Src. 7. (a) Members of the Commission who are Members of Con- 
gress, officers of the executive branch of the Federal Government, Governors, 
or full-time salaried officers of city and county governments shall serve 
without compensation tn addition to that received in their regular public 
employment, but shall be allowed necessary travel expenses (or, in the 

ive, a per diem in lieu of subsistence and mileage not to exceed 
the rates prescribed in the Travel Expense Act of 1949, as amended), 
without regard to the Travel Expense Act of 1949, as amended (6 U.S.C. 
835-842), the Standardized Government Travel Regulations, or section 10 
of the Act of March 3, 19383 (6 U.S.C. 736), and other necessary expenses 
incurred by them in the performance of duties vested in the Commission. 

(6) Members of the Commission, other than those to whom subsection 
(a) is applicable, shall receive compensation at the rate of $50 per day 
for each a they are engaged in the performance of their duties as mem~ 
bers of the Commission and shall be entitled to reimbursement for travel, 
subsistence, and other necessary expenses incurred by them in the per- 
formance of their duties as members of the Commission, as erauiied: for 
tn subsection (a) of this section. 


AUTHORIZATION OF APPROPRIATIONS 


Sec. 8. There are authorized to be appropriated such sums as may 
be necessary to carry out the provisions of this Act. 
And the Senate agree to the same. 
L. H. Founrarn, 
Overton Brooks, 
Fiorence P. Dwyer, 
Managers on the Part of the House. 
Epmounp S. Moskig, 
Hvusert H. Humpurey, 
Kart E. Munpr, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF 
THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H.R. 6904) to establish an Advisory Commission on 
Intergovernmental Relations, submit the following statement in ex- 
planation of the effect of the action agreed upon by the conferees 
and recommended in the accompanying conference report: 

The amendment of the Senate strikes out all of the House bill 
after the enacting clause and inserts a substitute. The House recedes 
from its disagreement to the amendment of the Senate, with an 
amendment which is substitute for both the House bill and the 
Senate amendment. 

Except for clerical and conforming amendments, the conference 
substitute is substantially the same as the House bill, except as follows: 

The House bill provided for a membership of 25 members on the 
Advisory Commission on Intergovernmental Relations; the Senate 
amendment provided for a membership of 27 members. The confer- 
ence substitute provides for a membership of 26 members on the 
Commission. 

The House bill provided that two members of the Commission 
were to be appointed from a panel of at least four elected county 
officers submitted by the National Association of County Officials; the 
Senate amendment provided that four members were to be appointed 
from a panel of at least eight elected county officers so submitted. 
The conference substitute provides that three members of the Com- 
mission are to be appointed from a panel of at least six elected county 
officers submitted by such association. Under the conference sub- 
stitute, not more than two of the three members appointed from such 
panel may be from any one political party. 

The conferees express the hope that in selecting a panel of county 
officers for submission to the President, the National Association of 
County Officials will give consideration to all qualified county officers, 
regardless of whether or not they are affiliated with the association. 

L. H. Fountarn, 

OverTON Brooks, 

Fiorence P. Dwyer, 
Managers on the Part of the House. 
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State of the Union and ordered to be printed 





Mr. Harris, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


INTERIM REPORT 


Three identical bills, H.R. 2316, H.R. 4163, and H.R. 4815, were 
referred to the House Committee on Interstate and Foreign Commerce 
for its consideration. The three bills provide that all assets and per- 
sonnel of D.C. Transit System, Inc., used in providing mass transporta- 
tion service shall be so used exclusively and shall not be used in any 
other service in competition with the service of any other company. 
They are aimed at the operations of D.C. Transit in the sightseeing 
and charter field. 

The Subcommittee on Transportation and Aeronautics conducted 
hearings on these bills for some 3 weeks, starting May 19, 1959, during 
which numerous witnesses from the charter, sightseeing, airport 
limousine, and motorbus operator fields, including labor organizations 
representing their employees, were heard in support of the measures, 
and D.C. Transit officials and the labor organization representing its 
employees, were heard in opposition. 

During the course of the hearings it was contended that the Congress 
in enacting the tax provisions of the 1956 franchise gave D.C. Transit 
an unfair tax advantage over its sightseeing and special charter com- 
petitors. Specifically it was alleged that D.C. Transit has a tax ad- 
vantage in that losses on its sightseeing and charter operations may be 
made up in whole or in part by reason of the motor fuel tax exemption 
granted to the company by section 9 of the franchise. 

Inasmuch as the legislation giving rise to the 1956 franchise to D.C. 
Transit was referred to this committee for consideration, we feel it 
necessary to treat of this subject in order that it may be clear just what 
the Congress did do in properly delegating authority in this area and 
just where the responsibility for proper administration lies, 
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2 REGULATION OF D.C. TRANSIT SYSTEM, INC. 


FRANCHISE PROVISIONS RELATING TO TAXES 


There are two sections in the 1956 franchise to D.C. Transit which 
relate to taxes. Section 8 exempts D.C. Transit from certain taxes 
theretofore levied on street railway companies and from certain 
miscellaneous taxes. These are not particularly at issue in the instant 
hearings, and a bill (H.R. 2320) passed the House in May 1959 
which would exempt other companies operating in the District from 
these taxes. 

Section 9, however, provides that if the net operating income of 
D.C. Transit is less than an allowed 6% percent rate of return on the 
system rate base, the company is to be exempted from the motor 
vehicle fuel tax to the extent necessary, up to the full amount of the 
tax liability, to bring its return up to 6% percent. The Congress 
in section 4 declared as a matter of legislative policy that in order 
to assure the Washington metropolitan area of an adequate trans- 
portation system operating as a private enterprise, the corporation, 
in accordance with standards and rules prescribed by the Public 
Utilities Commission should be offered the opportunity of earning 
such return as to make the corporation an attractive investment to 
private investors, and that a 6% percent return would not be un- 
reasonable. 

The proponents of the legislation state that under section 9 the 
Public Utilities Commission of the District of Columbia determined 
that D.C. Transit did not need to pay some $375,000 of motor fuel 
taxes for the 12-month period ended August 31, 1957, and some 
$360,000 for the period ended August 31, 1958. They contend that 
in computing the earnings of D.C. Transit, and whether they ap- 
proached a 6% percent rate of return and whether the motor fuel 
tax should be paid, the District Commissioners and the Public Utilities 
Commission took into account a loss of some $100,000 (the exact 
amount is in dispute between D.C. Transit and the Public Utilities 
Commission) incurred by D.C. Transit in its sightseeing operations, 
so that in effect the sightseeing operations were subsidized by this 
motor fuel tax forgiveness. 


POSITION OF THE DISTRICT OF COLUMBIA COMMISSIONERS 


In accordance with usual practice, the District of Columbia Com- 
missioners were asked for their views on the bills here under con- 
sideration. 

In response to this request, a letter was received from Commissioner 
Robert E. McLaughlin, President of the Board of Commissioners, 
and Commissioner McLaughlin also testified at the subcommittee 
hearing. 

Commissioner McLaughlin’s letter expressed opposition to the 
bills, but did not discuss the issues raised by them, as such. The 
letter deals entirely with an alleged need for clarification of the Fran- 
chise Act insofar as it provides for tax exemption for D.C. Transit. 
The letter stated that the situation— 


has given the Commissioners concern since shortly after the 
enactment of the Franchise Act, when it became apparent 
that the provisions of the “franchise” granted to D.C. 
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Transit System, Inc., gave the company an advantage over 
its sightseeing and special charter competitors. 
The letter also stated: 


* * * both the Commissioners and the Corporation Coun- 
sel have considerable doubt as to whether the Congress 
intended that special charter and sightseeing activities 


involving the use of buses should enjoy the tax benefits of 
sections 8 and 9 * * * 


The letter further stated: 


As indicated * * * the Commissioners recommend against 
the enactment of the bills in the belief that, even were 
the bills enacted, there would still remain unresolved the 
problem created by the inability of the Commissioners to 
determine the true intent of the Congress as to the tax 
status of the special charter and sightseeing activities in 
which D.C. Transit is authorized to engage. Accordingly, 
in lieu of giving consideration to the enactment of the bills, 
the Commissioners strongly recommend that the Congress 
consider amending the act of July 24, 1956 * * * to clarify 
its intent with respect to the tax status of the special charter 
and sightseeing activities of D.C. Transit System, Inc. * * *. 


For the reasons stated below, the committee is not at all impressed 


by the contention of the Commissioners that a clarifying amendment 
is needed. 


ROLE OF THE DISTRICT PUBLIC UTILITIES COMMISSION 


Section 9 provides that as soon as practicable after August 31 of 
each year the Public Utilities Commission of the District of Columbia 
shall make a determination of D.C. Transit’s net operating income for 
the previous 12 months and the amount in dollars by which it exceeds 
or is less than a 6%-percent rate of return upon the company’s system 
rate base. The Public Utilities Commission has made two such 
determinations, one dated November 27, 1957 (PUC No. 3592), and 
one dated November 13, 1958 (PUC No. 3592). 

In the first such determination the Public Utilities Commission said: 


The conclusion that the Company’s net operating income 
under section 9 must be determined oa the basis of a system 
rate base, gives rise to the question, What is the system 
rate base to be used for purposes of determining the com- 
pany’s liability for motor vehicle fuel tax? It is necessary 


to resolve this question before any determination can be 
made. 


The Commission further stated: 


Under the provisions of section 9, the Commission is free to 
exercise its judgment as to the amount of the rate base to 
which the 6}-percent rate of return will be applied, and the 
amount by which net operating income exceeds or is less than 
a 6%-percent rate of return, after including as an operating 
expense the full amount of the motor vehicle fuel tax for 
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which the company would be liable were it not for the pro- 
visions of this section. 


In this proceeding the Commission’s staff contended that the rate 
base should be $8,130,998, representing D.C. Transit’s actual net 
average investment for the 12-month period ending August 31, 1957, 
in property, materials, and supplies; whereas D.C. Transit contended 
that the rate base should be some $18 million representing the depre- 
ciated original cost of the property to its predecessor, Capital Transit 
Co. The Public Utilities Commission split the difference between 
the two methods and arrived at a system rate base of $13,020,503, 
after excluding the average investment in limousines. On this rate 
base, it calculated a 6-percent return would amount to $846,333. 

The Commission then undertook, as required by section 9, to deter- 
mine what had been the net operating income for D.C, Transit for 
the 12 months ending August 31, 1957. It took the company’s book 
figure of $789,883, made a number of adjustments thereto including 
the net loss sustained in rendering limousine service, and found that 
the net income amounted to $589,483. It then certified to the Board 
of Commissioners that the net operating income for the 12-month 
period was less than the allowed 6% percent return by $256,845, so 
that the company was entitled to an exemption from the payment 
of the full amount of motor fuel taxes of some $375,000, which after 
income taxes would increase its net operating income by $171,588. 

In November 1958 the Commission made its determination under 
section 9 for the 12-month period ended August 31, 1958. It deter- 
mined that the system rate base was $12,360,000; that an allowed 6% 
percent return amounted to $803,000; that after adjusting the com- 
pany books by $117,000 the company’s net income was $514,000, or 
$288,000 under the allowed 6% percent, so that it certified to the Dis- 
trict of Columbia Commissioners that the company was entitled to 
exemption from the full amount of motor fuel taxes of $361,000 which 
after giving effect to income taxes, would increase its net operating 
income by $165,000. 

In making the 1957 determination the Public Utilities Commission 
excluded limousine operations on the basis of an opinion given to the 
District of Columbia Commissioners by the Corporation Counsel of 
January 17, 1957, that the company was liable for the payment of 
District of Columbia excise taxes under section 8 in connection with 
the issuance of certificates of title for limousines, and said that— 


Mass transit riders should not be burdened with losses 
incurred by the company incident to its limousine rental 
service. 


In its determination for the 12-month period ended August 31, 1958, 
the Commission stated that its exclusion of limousine operations was 
based on the January 17, 1957, opinion of the Corporation Counsel 
and further stated as to its inclusion of charter and sightseeing opera- 
tions the following: 


In arriving at this adjusted net operating income no allo- 
cation has been made to charter and sightseeing operations 
in view of an opinion of the Corporation Counsel approved 
by the District of Columbia Commissioners on May 6,1958, 
that the exemption of sections 8 and 9 of the franchise are 
applicable to charter and sightseeing operations as well as 
to mass transportation operations, 
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In the meantime, D.C. Transit had applied to the Public Utilities 
Commission for an increase in fares and this case—PUC No. 3602, 
Case No. 460—was decided August 28, 1958. In connection with the 
rate proceeding the PUC again first proceeded to determine the D.C. 
Transit rate base. In this proceeding the company again contended 
for depreciated original cost to its predecessor amounting to $18,441,552 
as of August 31, 1957, and the Commission’s staff contended for the 
actual net investment of D.C. Transit based on its purchase price 
in the amount of $9,893,000. In this connection the Commission 
said : 

For the information of the Commission, and to conform to 
the procedure adopted by the Commission in the determina- 
tion of the company’s liability for motor vehicle fuel taxes for 
the 12 months ended August 31, 1957, the witness also de- 
veloped in exhibit 24 the investment in rate base property 
based on the average of purchase price and original cost here- 
tofore referred to. This rate base amounts to $14,167,375. 


The rate base of $14,167,375 found fair and reasonable in this pro- 
ceeding differs from the $12,130,000 found in the motor fuel tax 
proceeding by the exclusion of Maryland intrastate operations and 
charter and sightseeing operations, and the inclusion of the cost of 
100 new buses to be put into service September 1, 1958. 

Thus, in both of the motor vehicle fuel tax proceedings, as well as 
in the rate proceeding, limousine operations were not taken into 
account in determining the system rate base and the net operating 
return. However, the treatment of charter and sightseeing operations 
was not the same in all three proceedings. Such operations were ex- 
cluded in the rate proceeding but were included in both motor vehicle 
tax proceedings. Despite such inclusion in the fuel tax proceedings 
(which, in effect, meant treating the earnings and expenses of charter 
and sightseeing operations on the same basis as mass transportation 
operations) the Public Utilities Commission, in its decision in the 
1958 rate proceedings, referred to exhibits submitted by D.C. Transit 
and said that— 


The witness made no allocation [of costs] to charter and 
sightseeing operations because he considered these operations 
as an integral part of mass transportation operations con- 
templated by the Franchise Act. We do not agree that 
charter and sightseeing operations are an integral part of 
mass transportation operations. 


It is unnecessary, for present purposes, to discuss this seeming 
inconsistency of treatment or to express an opinion as to whether the 
Commission had a proper basis for relying on the opinion of the 
Corporation Guunedh referred to above, for including charter and 
sightseeing losses in the section 9 proceedings and excluding them in 
the rate proceeding.! The important point is that the Commission 


1 The Corporation Counsel opinion of May 6, 1958, relied on for conmingling transit and charter and 
sightseeing activities in the motor vehicle fuel tax proceeding concludes: ‘‘From the foregoing, it is my 
opinion that the exemption from taxes poorifes in sec. 8 of the Franchise Act of D.C, Transit System, 
Inc., applies to the special charter or sightseeing services rendered by buses.” 

Any reading of this conclusion would seem to lead only to the one certainty, namely, that it applies to 
tec. 8. The matter of motor vehicle fuel taxes is taken up only in sec. 9 of the franchise. Sec. 8 covers 
(1) gross sales tax; (2) compensating use tax; (3) excise tax on issuance of titles to motor vehicles; (4) taxes 
im don tangible property to extent Capital Transit had been exempt; and (5) mileage tax on street 
railway companies. 

Parenthetically, it my be observed that nowhere in the opinion does the Corporation Counsel refer to 
System rate base or any authority or discretion of the Utilities Commission as to the rate base. 
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recognized that under the Franchise Act it was the Commission’s 
responsibility to determine what went into the rate base and into the 
income accounts resulting in net income applicable to the rate base, 
The Commission unequivocally has said it had such duty, and the 
authority and discretionary power to fulfill it. 


COMMITTEE POSITION 


As hereinbefore indicated, the question of tax advantage under 
section 8 is of no substantial significance. 

It seems unnecessary to discuss the tax status of limousine service 
under section 9. 

The only matter we need to consider at this point is the status of 
D.C. Transit’s sightseeing and charter operations for purposes of the 
motor fuel tax exemption granted to the company by section 9 of the 
Franchise Act. 

Under section 9, as has been stated above, if the net operating 
income of D.C. Transit is less than 6% percent rate of return on its 
system rate base, the company is to be exempted from the motor 
vehicle fuel tax to the extent necessary, up to the full amount of the 
tax liability to bring its return up to 6% percent. In other words, 
once the system rate base and the net operating income have been 
determined, ascertainment of the amount of the tax exemption is 
merely a matter of arithmetic. The Congress placed upon the 
Public Utilities Commission of the District the seenauetbeter and 
duty of determining what goes into the system rate base, what 
revenues and what expenses are properly allowable in determining 
the net return on the rate base, and to advise the District of Colum- 
bia Commissioners of the difference between the net return so de- 
termined and a net return of 6% percent on the system rate base, so 
that the amount of the company’s motor fuel tax liability w ill be 
known. 

As previously stated, the Commission has recognized it has such 
responsibility and twice has made the determination required of it 
and the certification to the District of Columbia Commissioners. 
In making such determination it has held that the Commission is 
free to exercise its judgment as to the amount of the rate base and to 
make appropriate adjustments and allocations of revenues and costs 
as reflected on the company’s books, in the determination of net 
operating income and the amount by which it exceeds or is less than 
a 6% percent rate of return. 

In exercising this responsibility in the two instances referred to, 
the Public Utilities Commission made what it considered to be the 
necessary and appropriate determinations with respect to the sight- 
seeing and charter operations of D.C, Transit. It expressed no doubt 
as to what its duties were, and did not suggest that the intention of 
Congress was not clear. 

Notwithstanding these facts the District of Columbia Commis- 
sioners, as we have pointed out, in refusing to give this committee the 
benefit of its views on the bills here under consideration, have expressed 
the view that Congress should— 


clarify its intent with respect to the tax status of the special 
charter and sightseeing activities of D.C. Transit System, 
EiGe:% = 





REGULATION OF D.C, TRANSIT SYSTEM, INC. 7 


The committee disagrees with the Commissioners’ contention that 
there is need for clarification of the Franchise Act on this point. It is 
worthy of note that this suggestion of the District of Columbia Com- 
missioners concerns provisions of the Franchise Act, the interpretation 
and administration of which is entrusted primarily, if not wholly, to 
the Public Utilities Commission of the District, not the District of 
Columbia Commissioners. 

Considerable confusion was injected into the hearings by the use 
in the District of Columbia Commissioners’ letter, and by witnesses, 
of ambiguous statements in discussing the question of fuel tax exemp- 
tion under section 9 in relation to sightseeing and charter operations. 
At times it was difficult to determine whéther reference was being 
made to the mere question of whether taxes were to be paid on motor 
vehicle fuel actually used (or estimated to be used) by D.C. Transit 
in carrying on its sightseeing and charter operations, or whether the 
question referred to was whether investments, profits, and losses in 
carrying on such operations were to be taken into account in deter- 
mining the system rate base and net operating income for purposes 
of determining the company’s fuel tax exemption under that section. 
It is obvious, with respect to the latter question, that if such opera- 
tions are taken into account, in determining net operating income, at 
a time when they are carried on at a loss, such loss might be made up 
in whole or in part by the fuel tax exemption; but, on the other hand, 
if such operations are carried on at a profit, any advantage of the fuel 
tax exemption disappears. The significance of this is apparent when 
it is realized that the sightseeing and charter operations of D.C. 
Transit were conducted at a loss for the first couple of years, but they 
have begun recently to show a profit. Whether losses sustained in 
such activities, if there be such, are to be borne by the transit rider, 
the taxpayer, or the stockholder, is a matter for decision by the 
Public Utilities Commission within the framework of appropriate 
hearings and guidelines of law. Whether net income from such ac- 
tivities, if there be such, is to accrue to the transit rider in the form of 
lower fares, to the taxpayer in the form of fuel tax paid, or to the 
stockholder, if these activities be segregated, is similarly for their 
decision. 

Obviously, if sightseeing operations are currently being conducted 
on a profitable basis, it can make no difference to the sightseeing com- 
petitors whether the D.C. Transit sightseeing operations are segre- 
gated for motor vehicle fuel tax purposes. Under these conditions 
there can be no tax advantage for D.C. Transit over its competitors, 
and the only question as to segregating or commingling of the accounts 
is whether the transit rider or the D.C. Transit stockholder reaps the 
benefits of the sightseeing activity. 

The committee believes now, as it did in 1956, that the proper regu- 
latory and administrative authorities in the District have full power 
to cope with what is fair and reasonable in the fuel tax treatment to 
be accorded D.C. Transit, and that no change in the statute is needed. 
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COMMITTEE RESOLUTION 


In view of the foregoing, the committee on September 3 approved 
the following resolution: 


Resolved, That the Public Utilities Commission of the Dis- 
trict of Columbia be requested to make an investigation and 
report to this committee not later than January 15, 1960, as 
to the appropriate means and methods for accomplishing the 
purposes of H.R. 4815, Eighty-sixth Congress, “that all 
assets, including the real, fixed, personal, rolling, or quick 
assets of D.C. Transit System, Inc., used or usable, and all 
personnel employed in providing the service of mass trans- 
portation of passengers for hire, as provided in section 1 of 
the Act of July 24, 1956 (70 Stat. 598), shall be used and 
ones exclusively in such mass transportation service, 
and shall not be used or employed in whole or in part in 
any other service in competition with the service of any 
other company.” 

O 





